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Financial Highlights 


1972 
Net Revenue $ 9,389,576. 
Operating Expenses 6,021,705. 
Depreciation 858,106. 
Taxes on Income 408,948. 
Net Income 495,067. 
Funds Provided from Operations 1,412,876. 
Earnings per Share* 70 


19/1 
$ 4,945,974, 
3,654,354. 
510,036. 
321,320. 
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“After extraordinary items and based on 675,000 shares outstanding during 1971 and an aver- 
age of 703,279 outstanding during 1972. Based on 900,000 shares outstanding as of December 


31, 1972 the earnings per share would be $0.55. 


To Our Shareholders: 

| take great pleasure in presenting to you our Annual Report for 
the year ended December 31, 1972. This is our first report as a 
public company and it reflects record sales and profits. Operat- 
ing revenues grew 60.5% to $7,938,830. from $4,945,974. In 
addition, a new division of the Company, our bus sales division, 
provided revenues of $1,450,746. In total, revenues for the year 
were $9,389,576. The net income for the year was $495,067. or 
an increase of 67.4% over 1971’s $295,726. 

Further to the formation of a bus sales division, the other 
three major areas of Company operations have shown increased 
revenues and profits during the year. Highway coach charters 
and package tours increased in volume through greater geo- 
graphical market penetration and the continued development of 
tours using bus and air transportation. School bus revenues in- 
creased significantly, partly through the acquisition of new lines. 
Finally, the growth of our inter-city and transit operations was 
generated through the negotiation of a contract with ‘Go-Transit’ 
(the Province of Ontario’s mass transit system) and contracts 
with certain Ontario municipalities. 

During the year, we purchased the shares of Capital Coach 
Lines Company Limited — an Ottawa-based company — the 
assets of the Barrie Division of Kentway Transportation Limited, 
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the assets of Sydenham Coach Lines in Sydenham, Ontario, the 
school bus assets of Fred C. Denure Tours Limited in Lindsay, 
Ontario, the assets of Fred Denure Bus Lines Limited in Port 
Perry, Ontario and the assets of Superior Bus Service in Peter- 
borough, Ontario. The Company also spent $1.9 million for the 
purchase of new and used school buses and highway coaches 
adding to and improving the Company’s fleet. In comparison, 
approximately $775,000. was spent during 1971 for these 
purposes. 

We also recently strengthened our management team by hir- 
ing Mr. Floyd Domier and Mr. Victor Webster. Mr. Domier, with 
20 years experience in the bus industry, has taken over the 
responsibilities of General Manager of Trailways of Canada, Lim- 
ited whose operations involve charters, package tours and inter- 
city coach services out of Toronto. Mr. Webster, a chartered 
accountant, has assumed the responsibilities of Treasurer of 
Capital Coach Lines Company Limited located in Ottawa. 

A recent important development for our Company was lead- 
ing the industry in applying to the Ontario Highway Transport 
Board for authority to operate intra-provincial package tours. 
This new concept for bus companies has just been approved by 
the Board and our marketing people are instituting a new pro- 
gram to complement our existing extra-provincial tours. This new 
development offers a promising future. 

Our Company continues to review acquisition opportunities 
that will complement our existing operations in the bus industry 
and any related diversification that proves to be a sound busi- 
ness venture. We are also furthering the development of our 
charter and package tour operations and expanding these serv- 
ices into areas outside of Toronto, including Ottawa, Kingston, 
Peterborough, Orillia and Barrie. We will soon be completing 
our first year of school bus sales, and while it is too early to 
predict its future, we are pleased with our progress and very 
optimistic of our success in this field. 

In October 1972, the shares of our Company were offered to 
the public for the first time, and in December they were listed 
on the Toronto and Montreal Stock Exchanges. | would like to 
take this opportunity to thank everyone involved for their help 
and advice in making this possible. 

Our thanks also to our drivers for their professional safe driv- 
ing services, to our maintenance staff, who play such an im- 
portant role in any transportation operation, our pleasant and 
efficient telephone booking girls, and finally our accounting staff. 

The confidence of our shareholders, and that of our customers 
is truly gratifying. 

| wish to add my personal appreciation to our Directors and 
all members of our management team for their loyalty and co- 
operation. The development that the Company has enjoyed 
would not have been possible, without their support. 

We look forward to 1973 being another good year for our 
Company. 


Respectfully submitted, 


ius dler, President 
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Above photographs depict equipment, some tour destinations and head office of Travelways Ltd. 


TRAVELWAYS LTD. and Subsidiaries 


Consolidated Balance Sheet as at December 31, 1972 


ASSETS 1972 1971 
Current assets 
eo) ee ee eet SET ec ame AN ey A Pere me nt Pod hon 9M acinaiearsesz eoiaienen tte aston its $ 8,804 $ 171,940 
invesiment: IncShort: teri: NOteS atsCOsteerear rete avece eee resect ee cere eee ere eet ee ei 400,000 — 
AGCOUNIS TECEIVAIDIS wi s.cccl css tote lest ok eee ce eseloni essai ott core ach eo Sane oe eee TaER Ge te aR er ee re rt 863,218 274,894 
Inventories at cost: 
SU PB a cose aes tee ec Ne caret gee ee oN Ea 202,993 115,954 
EAU LST = Yon (9) ae css | (> eee eR vec Pe ctr oh Ge Rn en Nae BE ce ee ais o eneahines cc ore Homatas otetiangaa dadineseancconboledsnnnes 373,355 37,250 
PREDAId EXPENSES yo ecccacevca i aslanencaectsansarey heeds as tce era terme dee cee a funy igri ere re RE ares Seer Pee eee ee 101,548 126,076 


1,949,918 726,114 
Fixed assets 


Motor ‘COACHES ANG: DUS reece eee eee re eee ee Te REL SRO ee Sn ERE: rrr RODE ee eee 6,699,102 3,799,495 
Laid “arid UES \ 5, ence acact atta hoa eecieep se oe ee meer eects Pee cc eee 640,301 488,148 
Other vehicles arid: SqUiprment tcca5 sip ces ance rete dace eee eer ec eo tens cnet eee 237,988 168,831 
Titel OSE aoe area ee cnc ae eee en er eee eT ae a 7,577,391 4,456,474 


Less-accumulated: depreciatlomy 4 ccc6eserecccaascecoe ne seeete ee co tree Re eee cet 2,036,066 1,469,294 
5,541,325 2,987,180 
Other Assets 
Excess of cost of shares of subsidiaries over estimated fair value 
of net. assets’ acquired’ (NOLS 2) asc 6rd y ceases laser eters dase ee ae eee rc eee 1,049,534 427,132 


Goodwill and lheencessat Cost-(Note= 2) ek ieee cc ee emcee ect er ere eee er 1,033,877 584,589 


2,083,411 Olt i2 
$ 9,574,654  $ 4,725,015 


Approved on behalf of the Board: 
Laurence J. Needler, Director 


Lloyd G. Wait, Director 


Auditors’ Report 


To the Shareholders of Travelways Ltd. 


We have examined the consolidated balance sheet of 
Travelways Ltd. and subsidiaries as at December 31, 1972 and 
the consolidated statement of income and retained earnings and 
source and application of funds for the year then ended. Our 
examination included a general review of the accounting pro- 
cedures and such tests of accounting records and other 


supporting evidence as we considered necessary in the cir- 
cumstances, 


LIABILITIES 


Current liabilities 

ETE UEUNEe INISTISY UENY sa aaa an en ee a 
ere Guntsmbica van erat GhacCrued CHAT SS. 2c ccicccdcc. ccs sods ccnannudasdenaierave det etcvesshed sstaitersedinvatduchnaubce cee oveuiwt 
Accounts payable TOF new buses. Purchased for reSAale .......cccccs.c.sccessevenssaconnncessonees odsseeeersasceeennctesyedenenes 
TQOUINS) WEEN. HNC SIG) — peo: dat aeaea ae BEE E eae cette ee Ane: aS Cn cen nee OC 


Peng rebmeGdepr Payable WIEN. OME YON zy cape; taczjeade seis weucsinta asta Seuidna dun tecclecowreleeh deetaseuvadstian evan tenanannledachaada 


LONG-TERM DEBT (Note 4) 
DEFERRED INCOME TAXES 


SHAREHOLDERS’ EQUITY 
PLE VIS L, SIUUIGTS (UNTENES TS) cesta oe i a rn eee eo oP re ed 
SUES, 1 N [EBM EVENAIN TINUE RSS -csc90 82 sar PASE Bee eee Re ae ieee ea a ee aR 


In our opinion these financial statements present fairly the 
financial position of the companies as at December 31, 1972 
and the results of their operations and the source and applica- 
tion of their funds for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Toronto, Canada Cossar, Hector, Payne & Co. 
April 2, 1973. Chartered Accountants 


$ 9,574,654 


1972 SWE 
$ 460,089 $ 355,408 
821,876 454,514 
501,537 SS 
130,870 184,020 
1,914,372 993,942 
969,795 664,912 
2,884,167 1,658,854 
3,181,897 1,604,828 
743,037 506,835 
6,809,101 3,770,517 
1,382,438 15,000 
1,383,115 939,498 
2,765,553 954,498 


$ 4,725,015 


TRAVELWAYS LTD. and Subsidiaries 


Consolidated Statements of Income and Retained Earnings for the year ended December 31, 1972 


Revenue 1972 1971 
91) 211 | 1) ¢ Rae ea Me ree RIOR er rer re Ore Meee rene PPPS ee taaenatc ea quate cock cada sdaaMiGenel coms $ 7,938,830 $ 4,945,974 
Bus. Sales. GIVISION: Mec. tectec Dees hd So Soces val das can vans inlisnedeiic tid doses dha dMee One miata oP EER RO TINE tee eee 1,450,746 = 
9,389,576 4,945,974 
Expenses 
Bus*sales* GivisiOn=cOSt Of DUSES SOIC: mee: acaeg race coeeeen ase eee se ere dace aes ere ee rene ant eee eee 1,344,459 = 
[SPEC iti re es coh acces eg eda cdots a Saeed ak NOPE ae oo ye Sa ae ea eae ak ae ee 858,106 510,036 
Interest on long-term debt, including amortization of finance charges .............0...00. eee eens ate Ses 287,610 202,328 
Other Operating and administrative expenses cx. ewe ne cere eaeere nm hee eee ee 6,021,705 3,654,354 
8,511,880 4,366,718 
Income. before incomeriaxes-andvextraordinary Wer )jges ae cae ates eee ena eee ere 877,696 579,256 
Provision for income taxes 
UCR SINE aca cca cent hee ten Sees dpc est ce us RSE eae ites ore ea OPP CORE EP CER ee Saeed eres 226,256 262,861 
BX S15) df 10 [unre ee eee SR te lS SPN Oe EN Ee A Ms Stic ese nda a sone Bea raconacereoaeh bacins 182,692 58,459 
408,948 321,320 
Income before. SXMAORGINENY ILGID 5 scree ceacs.sonee cee ono cee came cen eer eee nt 468,748 257,936 
Extraordinary item - profit on sale of land and | buildings fod nae tore econ ates BN ee ane germ rere ree < 26,319 > 37,790 
Net income: for the. Year 5 isis .nc:deckete const photos ste ai Ss eee ag eae Ee 495,067 295,726 
Retained ‘earnings at beginning. Of “YEAR act accsseccsstcenesMe crac euch soocte ae Rene eee —- 939,498 643,772 
1,434,565 939,498 
Expenses relating to the issue 5 
of shares-of $99,902: less income tax reduction: of S48,452 222.1... eee eee 51,450 —_— 
Retained "earnings at ehd-of year ec eens se cae keene re ae vee eee oe ee $ 1,383,115 $ 939,498 
Income per common share (Note 6) 
BElOre OxtracreinarysiteMi 2 cintss,rzcrthdscattin doe nore Mie ate ane ane ee Z 38¢ 
ALEK: Extraordinary: IGM Su. 5.8saccattn dh ccunteug Oacecac cee enee eee aaNet atk RT 8 iene Sm oe ¢ I 44¢ 


Consolidated Statements of Source and Application of Funds for the year ended December 31, 1972 


- Source of funds ¥ 


Net income for the year 
Add: Items not requiring funds — 
Depreciation 


Profit on sale of land and buildings 
Profit on sale of other fixed assets 


Proceeds from — 
Sale of land and buildings 
Sale of other fixed assets 
Long-term debt 
Issue of common shares 


Application of funds 
Purchase of — 
Land and buildings 
Other fixed assets 


Excess of cost of shares of subsidiaries over estimated 
fair value of net assets acquired 
Long-term debt paid or currently maturing 
Redemption of preference shares 
Costs relating to the issue of shares 


MicKeasernewORKIngG Capital -efiCit I The YEA ois..ccsccsessnesceeoceccteeesnausnseaveneemmenes oie 


Working capital deficit at the beginning of the year 


Wondniarcapitalecaencitcatthe end Of The YEAR v...sc20. cc. ses Gotescs sere caa cues ree canptieles 


Represented by 


Cuneta (TOMBS: esses sete ahe ee nem Ieee nec ene a nee er ety aa RN iPr ae an Ae 
(CUTIE, BSSEES: cccncsdichaelacecnacet ee Eee ee eee ae rashes Viet ern aneel  Reps a Rta RS sneer re trea eee Re 


1972 1971 
$ 495,067 $ 295,726 
858,106 510,036 
182,692 58,459 
(26,319) (37,790) 
(96,670) (37,176) 
1,412,876 789,255 
39,827 50,000 
460,468 221,340 
3,696,297 1,056,911 
1,367,438 — 
6,976,906 2,117,506 
180,802 266,486 
3,506,793 930,059 
449,288 10,358 © 
622,402 57,854 
2,119,228 727,434 
— 75,000 
99,902 a= 
6,978,415 2;0675191 
1,509 (50,315) 
932,740 983,055 
$ 934,249 $ 932,740 


$ 2,884,167 
1,949,918 


$ 1,658,854 
726,114 


$ 934,249 


$ 932,740 


TRAVELWAYS LTD. and Subsidiaries 


Notes to the Financial Statements December 31, 1972 


1. Consolidated Financial Statements: 


Travelways Ltd. was incorporated September 22, 1972 for the pur- 
pose of acquiring all the outstanding shares of Trailways of Canada 
Limited. The consolidated financial statements are presented on the 
basis that Travelways Ltd. owned the shares of Trailways of Canada 
Limited throughout 1971 and 1972. 

The consolidated financial statements include the accounts of 
Trailways of Canada Limited and its wholly owned subsidiaries, one 
of which, Capital Coach Lines Company Limited, was acquired 
effective April 1, 1972 and accordingly its accounts are included 
from that date. 


2. Subsidiary Companies and Acquisition Accounting:. 


The acquisitions of subsidiary companies were treated, for account- 
ing purposes, as ‘‘purchases” and accordingly retained earnings 
on the consolidated balance sheet represent only earnings of sub- 
sidiary companies from their respective dates of acquisition. 

The shares of Capital Coach Lines Company Limited were ac- 
quired effective April 1, 1972 for $1,381,500 payable $256,500 in 
cash and $1,125,000 by unsecured notes bearing interest at 7% 
coming due over the next ten years. (Note 4) 

The book value of net tangible assets acquired on this purchase 
amounted to $449,323. The depreciated value of motor coaches and 
buses was increased by $309,775 to estimated fair value of $997,821 
as determined by E. M. Hurst Associates, Appraisers. The estimated 
fair value of other tangible assets approximated their book value. 
The excess ($622,402) of the consideration paid over the estimated 
fair value of net tangible assets acquired has been added to ‘Ex- 
cess of cost of shares of subsidiaries over estimated fair value of 
assets acquired’ as shown on the consolidated balance sheet. 

The Company has also acquired certain transportation assets of 
other companies. The excess of the consideration paid over the 
amount attributed to net tangible assets on these purchases is in- 
cluded on the consolidated balance sheet as ‘'Goodwill and 
licences’. This excess, together with similar amounts included in 
the accounts of subsidiaries on their acquisition amounts to 
$1,033,877. 


. Bank Loans: 

Bank loans are secured by an assignment of book debts and by 
debentures containing fixed and floating charges on all of the 
Company’s (and its subsidiaries’) undertakings, property and assets. 


. Long term debt: 
1972 1971 
Long term bank loans, secured 
(Note 3) due to 1976 
Realty mortgages 834% to 10% 


$ 1,072,337 $ 32,770 


due to 1988 230,911 WT TS 
Chattel mortgages 6% to 8%, 
due to 1978 106,857 131,720 


Notes on purchase of assets of 

company 8% due to 1981 — 

secured by automotive equipment 

purchases 206,333 — 
Unsecured notes on purchases of 

assets of companies and propriet- 

orships 7% to 9% due to 1980 80,265 148,265 
Unsecured notes on purchase of 

shares of subsidiary companies 


6% to 10% due to 1982 1,484,528 471,794 


Lien notes on automotive equipment 


due to 1976 970,461 1,242,460 
Loan from director —_ 65,000 
4,151,692 2,269,740 

Less amount payable within one year 969,795 664,912 


$ 3,181,897 $ 1,604,828 


Amounts due in years ending December 31: 
1974 $ 817,879 


1975 735,830 
1976 399,941 
Oa, 339,816 


. Capital Stock: 


As stated in Note 1, Travelways Ltd. was incorporated on Septem- 
ber 22, 1972 with an authorized share capital of 2,000,000 common 
shares without par value. As at December 31, 1971, there were 
15,000 common shares of Trailways of Canada Limited issued and 
outstanding in the amount of $15,000. 

During 1972 Travelways Ltd. acquired all 15,000 common shares 
of Trailways of Canada Limited in exchange for 675,000 common 
shares of Travelways Ltd. and this transaction was recorded at book 
value of $15,000. Later in 1972, as part of its initial offering to the 
investing public, the Company issued 225,000 common shares and 
received net cash proceeds therefor of $1,367,438. 


. Earnings per common share: 


The 1971 earnings per common share have been calculated on 
the basis of 675,000 shares outstanding for the year. The 1972 
earnings per common share have been calculated on a weighted 
average basis due to the fact that a further 225,000 common shares 
were issued on November 15, 1972 as per Note 5 resulting in 
900,000 shares being outstanding at December 31, 1972. Using this 
basis, the average number of shares outstanding for the 1972 fiscal 
year is 703,279. 


. Contractual Obligations: 


The Company has entered into a lease agreement for motor coaches 
and buses requiring annual rental payments of $81,000 to December 
Sh, WSs 

Realty leases call for payments aggregating $51,487 in 1973, 
$20,587 in 1974 and thereafter $16,987 annually until 1978. 


. Commitments and Contingencies: 


The Company has entered into the following agreements: 

1. An agreement dated August 14, 1972 to purchase certain trans- 
portation assets of Georgetown Transportation Limited for a total 
price of $180,000; payable $50,000 on closing and the balance 
payable over five years. 

2. Conditional sales contracts sold to finance companies, with 
recourse, totalled $168,249. 


. Remuneration: 


The remuneration for the year of directors and senior officers as 
defined by the Business Corporations Act (Ontario) is $108,515 
(1971 $89,048). 


iat : aes : eee s cae 


Five Year Comparative Summary 


Years ended December 31st 1968 
Revenues $ 1,430,066. 
Income before extraordinary items $ 2 2S). 
Net income $ BZ 292 
Earnings per share* $ .08 
Funds provided from operations $ 284,848. 
Total assets $ 2,445,403. 
Number of buses in service 25 


*After extraordinary items and based on 675,000 shares outstanding 
in each of the years 1968 to 1971 inclusive and an average of 
703,279 shares outstanding during 1972. Based on the 900,000 
shares outstanding as of December 31, 1972 the earnings per share 
would be $0.55. 


1969 
$ 2,357,076. 
$ SHI LONS), 
Dr G04. 
$ até 
Die 010,205. 
$ 2,340,863. 

127 


1970 
$ 3,537,902. 
6 102,635. 
$ 102,635. 
$ aS) 
007,007) 
$ 3,966,717. 

314 


1971 
$ 4,945,974. 
Sh evil SIS), 
Secon 126) 
$ AA 
e258; 
Dy 420, ONS: 

418 


1972 
$ 9,389,576. 
$ 468,748. 
$ 495,067. 
$ 70 
$ 1,412,876. 
$ 9,574,654. 

732 
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This is a preliminary prospectus relating to these securities, a copy of which has been filed with the Ontario, Manitoba, Saskatchewan and Alberta Securities Commissions, but which 
has not yet become final for the purpose of a distribution to the public. Information contained herein is subject to completion or amendment. These securities may not be sold nor 
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may offers to buy be accepted in the Provinces of Ontario, Manitoba, Saskatchewan or Alberta prior to the time a receipt is obtained from the respective Securities Commissions 


for the final prospectus. 


PRELIMINARY PROSPECTUS DATED SEPTEMBER 23, 1972 


This prospectus constitutes a public offering of these securities only in those jurisdictions where they may be lawfully offered for sale. No 
securities commission or similar authority in Canada has in any way passed upon the merits of the securities offered hereunder and any 
representation to the contrary is an offence. 


New and Secondary Issue 


Travelways Ltd. 


300,000 Common Shares 


(without par value) 


Of the 300,000 Common Shares offered by this prospectus, 225,000 shares are being purchased from the Company 
and 75,000 shares are being purchased from the Selling Shareholder whose name and holdings are shown on 
page 8 under “Principal and Selling Shareholder”. The Company will not receive any part of the proceeds from 
the sale of the Common Shares being purchased from the Selling Shareholder. 


There is no established market for the Common Shares of the Company and the price therefor was determined 
by negotiation between the Company, the Selling Shareholder and the Underwriter. 


Price: $@ Per Share 


Proceeds to 


Price to Underwriting Proceeds to Selling 
Public Commission the Company(*) Shareholder(*) 
Bergstiare ne cance oe ne oe ; My) 5@@ se@e@ 5@@ 
rh Otal nonce ee isiin nee SG $@@ 5@@ 5@e@ S@@ 


(*) Excluding expenses of the issue estimated at $85,000, of which 90°%% will be paid by the Company and 10% will be paid by the 
Selling Shareholder. 


We, as principals, conditionally offer these Common Shares subject to prior sale, if, as and when issued, delivered 
to and accepted by us in accordance with the conditions contained in the Underwriting Agreement referred to 
under “‘Plan of Distribution’’ on page 7 and subject to the approval of all legal matters on behalf of the Company 
and the Selling Shareholder by Messrs. Morlock, Geisler, Burgess, Macdonald, Toronto, and on our behalf by 
Messrs. Davies, Ward & Beck, Toronto. 


It is expected that definitive share certificates will be available for delivery in Toronto, Montreal and Vancouver 
on or about November @, 1972. 


MERRILL LYNCH, ROYAL SECURITIES 
LIMITED 


MONTREAL - TORONTO - VANCOUVER ~ VICTORIA - CALGARY » EDMONTON : REGINA + WINNIPEG 
HAMILTON + OTTAWA - QUEBEC - SAINT JOHN - HALIFAX » CHARLOTTETOWN ° ST. JOHN'S » LONDON, ENGLAND 
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The Company 


Travelways Ltd. was incorporated by Articles of Incorporation as a public company under the laws of Ontario 
on September 19, 1972. On September 23, 1972 all the outstanding shares of Trailways of Canada Limited 
were sold to Travelways for 675,000 shares of Travelways. Travelways, through its various subsidiaries 
(collectively the “Company” or “‘Travelways’’), is engaged in the transportation industry as a bus and motor 
coach operator. All subsidiaries are wholly owned. 


Travelways’ head office and principal place of business is located at 120 Doncaster Avenue, Willowdale, 
Ontario. 


Business of the Company 
History 


Laurence J. Needler commenced the Company’s operations in 1948 with a local bus service in the town of 
Newmarket, Ontario. Since 1950 the Company has added intercity lines, increased its school bus involvement and 
developed its charter business substantially. In 1959 the Ontario Highway Transport Board authorized the 
Company to operate charter coaches from Toronto. Three years later the Company was authorized to operate 
charter coaches to certain states in the United States under a restricted Interstate Commerce Commission (ICC) 
license. In 1964 all restrictions were removed from the ICC license and the Company is now authorized to operate 
its charter business to all provinces of Canada and all states of the United States (except Alaska and Hawaii). 


Acquisitions between 1968 and 1972 further developed the Company’s school bus and charter operations. In 
response to the strong demand for charter and package tours, in 1969 the Company opened a tour division which 
assembles and arranges tours for groups and individuals. 


During 1971 over 80°% of the Company’s revenues was derived from charters, package tours and school 
bus operations and the remainder from intercity lines and other operations. Travelways believes that substantial 
internal growth will be provided through the continued expansion of charters and package tours and that the 
Company’s business will also expand through acquisitions in the bus and motor coach transportation industry. 


Growth 
The following is a summary of the Company’s progress over the six years and six months ended June 30, 1972: 


Net Earnings 


Earnings per Total Buses in 
Twelve Months Ended Revenues (1) Share (1) (2) Assets Service (3) 
IDecemibets 315 ul. 9 COs, er aita,-sfetuz cit tee. oe $ 692,103 $ 57,696 $0.09 Vl ERS) 40 
Decemberss ia 196 [viper tke eee, eis 15207;932 140,116 O24 1,499,485 49 
Wecember-s ty lOGS ie ee eye et erties ve es 1,430,066 525,292 0.08 2,445,403 125 
Mecember sl, LOG eens. atest os weet 2,351,076 87,739 ONS 2,340,863 127 
December ltl o LU mere nee fre we cope a nicrs! caret 3559902 102,635 ORS 3,966,717 314 
Decem Der lel 9 jl pia. sere te ccieiieie mins 4,945,974 257,936 0.38 4,725,015 418 
Funes0.1972:(Conaudited) 25. «263s or «'s 6,684,739 433,711 0.64 8,805,853 6954) 


(1) Before extraordinary items. 

(2) Assuming 675,000 common shares were outstanding throughout the period. 

(3) At end of period. 

(4) At June 30, 1972 two coaches and 61 school buses were leased. Of the remaining 632 buses owned by the Company, 73 were 
coaches and city buses and 559 were school buses. 


The substantial revenue increase in 1967 was attributable mainly to the demand for motor coach services 
generated by Expo ’67 in Montreal. Stimulated by the opportunities for leisure transportation following Expo ’67, 
management developed package tours. The Company also commenced acquiring school bus and integrated bus 
systems. In particular, during the last half of 1968 the Company acquired two businesses principally involved 
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in school busing which contributed appreciably to the increase in revenues and earnings for 1969. The growth in 
earnings in 1971, while derived in part from acquisitions, was attributable to a large extent to internal growth 
provided by the tour division. 


Effective April 1, 1972 the Company acquired Capital Coach Lines Company Limited (‘Capital Coach’’), 
an Ottawa area school bus and charter coach company, as referred to in “Recent Developments’’. It also acquired, 
late in 1971 and early in 1972, all or part of the assets of similar businesses in Lindsay, Barrie and Port Perry, 
Ontario. 


Charters 


Travelways is one of Canada’s leading charter coach companies operating a diversified coach fleet ranging in 
seating capacity from 19-passenger mini buses to 49-passenger highway cruisers equipped with such facilities as 
air conditioning, washrooms and public address systems. On many occasions, coaches have been modified for 
specific requirements such as mobile classrooms for educational tours. Coaches have been equipped with electronic 
equipment such as video tape recorders, specialized sound equipment and slide projectors so that teachers can 
use travel time to teach. 


The charter clientele is diverse and includes senior citizens, school, sport and special interest groups. The 
varied and seasonal activities of these groups provide a stable demand for charter coach equipment. 


Package Tours 


The Company’s package tours provide groups and individuals with a variety of services including bus and air 
transportation, accommodation, guides, meals, admissions, sightseeing tours and, in some cases, entertainment. 
These tours fall into three general categories: Holiday Package Tours, Group Holiday Package Tours and 
Educational Tours. 


Holiday Package Tours—Individual passengers are solicited through advertising and direct selling to join a 
group which has as its common interest the tour and final destination. Destinations are popular tourist regions 
throughout North America such as Canada’s east and west coast regions, Florida, California, New England, and 
for trips of shorter duration, Washington, D.C., New York City, Montreal and Quebec City. 


Group Holiday Package Tours—Groups such as social clubs and senior citizen organizations are solicited by 
the Company’s sales staff to travel as a full coach group to many of the above-mentioned destinations. The itinerary 
of the tour can be custom designed to suit the group’s requests. 


Educational Tours—Since 1968 Travelways has collaborated with a number of educators to develop a selection 
of field trips of varying duration. Trips of one day to several weeks duration have been operated successfully. The 
most popular destinations are ones of particular historical or geographical significance such as Ottawa, Kingston, 
the Montreal-Quebec City region, Washington, the Apalachian Mountain area of Pennsylvania and the Niagara 
area. Trips are operated at times that do not conflict with holiday tours or peak charter demand. 


School Bus Operations 


With its recent acquisition of Capital Coach, Travelways has become one of the largest school bus operators in 
Ontario. It operates over 600 school buses under contracts with 19 school boards and various private schools and 
educational institutions. For the 1971-72 school year the Company believes there were approximately 180 school 
boards in the Province of Ontario with 1673 licensed school bus operators who operated a total of 6308 school buses. * 


School board contracts are renewed annually principally through negotiations. Rates are established on a 
per diem basis and vary with the number of buses and pupils and the length of each school bus route. 


The Company’s school bus activity is presently concentrated in Eastern and Central Ontario. In recent years 
there has been a trend by many school boards to consolidate transportation operations. The Company believes 


*The 1971 Report of the Minister of Education reported 183 school boards for the 1970-71 school year. 
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this trend will be conducive to growth of its business by acquisitions. In addition, management anticipates further 
internal growth in response to increasing demand for school buses. 


Other Operations 


The Company provides local bus service to residents of Richmond Hill, Barrie and Newmarket, Ontario on 
a private contract basis with minimum revenues guaranteed by the municipalities. The Company operates inter- 
urban lines in Ontario between Toronto and Lindsay, Orillia and Lindsay, Peterborough and Port Hope, 
Trenton and Belleville. Travelways is the only independent operator under contract with the Government of 
Ontario to provide bus transportation to Toronto as part of the GO-TRANSIT system. It presently operates 
a Richmond Hill-Toronto line as part of this system. 


Travelways also leases motor coaches and school buses to other licensed bus companies and to school boards. 
It services and repairs buses operated and owned by others and acts as a distributor for Welles Corporation, 
Ltd., a leading manufacturer of school bus bodies. 


Maintenance 


Maintenance service and repair facilities are provided in 12 garages operated by the Company at various 
locations by qualified licensed mechanics and servicemen. Detailed preventive maintenance records are avail- 
able for audit by inspectors from Provincial and Federal regulatory bodies and other interested officials. The 
Company also maintains its own reupholstering operation and handles all painting and body repairs of coaches 
and school buses. 


Fuel and oil are supplied to all locations by a major oil company under yearly contract and considerable 
savings are realized through volume purchasing. Tires are also supplied by one major company. For school 
and company vehicles, tires are bought on consignment. Tires for highway equipment are rented on a mileage 
basis under a national contract. This entitles the Company to service and replacement throughout Canada and 
the United States. 


Employees 

On June 30, 1972 the Company had 750 full time and part time employees. Forty-three full time employees are 
unionized with the Canadian Brotherhood of Railway, Transport and General Workers and the collective agreement 
for these employees will be valid to December 31, 1973. The Company has not had any interruption of its operations 
due to labor disputes. Labor relations are considered to be good. 


Recent Developments and Pending Acquisition 

Under an agreement dated January 18, 1972 the Company purchased all the issued and outstanding shares of 
Capital Coach. Mr. J. J. Charlebois, then Vice-President and Chief Operating Officer of Capital Coach, has been 
elected President of Capital Coach and a director of Travelways and is responsible for eastern operations. It is 
anticipated this acquisition will have material beneficial results principally arising from the expansion of the charter 
and tour business to be carried on by Capital Coach, which previously had been predominantly a school bus 
operation. Through Capital Coach, Travelways recently obtained an extension of the territory of its distributor- 
ship from Welles Corporation, Ltd. for the sale of “Welles-Wayne” school bus bodies for Eastern and Central 


Ontario. 


Late in 1971 and early in 1972 the Company expanded through the purchase of the school bus operations and 
equipment of Fred De Nure Bus Lines Limited based in Port Perry, Ontario and of Fred C. De Nure Tours Limited 
based in Lindsay, Ontario. During the same period the Company purchased school buses and other related assets 
from Kentway Transportation Limited. This purchase enabled the Company to secure the contract for the local 
bus service for the City of Barrie. 

On August 14, 1972 the Company entered into an agreement for the purchase from Georgetown Trans- 
portation Limited of public vehicle intercity and charter operations in the Towns of Georgetown, Mississauga, 
Brampton, Guelph and surrounding areas, together with the local bus service for Brampton, Ontario. This agree- 
ment has been executed and delivered and the transaction will close 10 days after all necessary approvals have 
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been obtained from the regulatory authorities. Reference is made to Note 10 to the Consolidated Financial 
Statements. 


Reference is made to “Interest of Management and Others in Material Transactions” and to “Material 
Contracts’’. 


Equipment and Properties 
Equipment 
On June 30, 1972 the Company’s fleet of 632 buses had a net book value of $4,518,102 and a market value of 
$5,644,250 as evaluated by E. M. Hurst Associates, appraisers. School buses have an estimated useful life of 8 
years and coaches of 15 years. At June 30, 1972, 442 school buses, representing over 90’, of the market value of 
the school bus fleet, had an average age of 2.9 years and 59 coaches, representing over 90°% of the market value of 
the coach fleet, had an average age of 5.1 years. 


In order to keep maintenance costs under control and maintain a satisfactory balance between use and profit- 
ability the Company’s practice has been to replace its buses well before the end of their estimated useful life. 


Properties 


The Company’s business is conducted from 13 different locations in Ontario: Toronto, Willowdale, New- 
market, Uxbridge, Markham, Lindsay, Orillia, Bailieboro, Barrie, Kingston, Ottawa, Trenton and Port Perry. The 
Company leases seven of these locations at an annual cost of $59,300. The principal premises are owned by the 
Company and are situated on 24 acres in the aggregate, with 7,702 square feet of office space and 41,944 square feet 
of garage space. These properties are subject to encumbrances as to which reference is made to Notes 4 and 5 to 
the Consolidated Financial Statements. On leased properties the Company has a total of 3,600 square feet of 
office space and 31,220 square feet of garage space. 


On August 8, 1972 the Company, through Capital Coach, purchased 13.5 acres of industrial land in suburban 
Ottawa (included in the 24 acres referred to above) on which it intends to build an addition to its office, garage 
and maintenance facilities to replace existing leased facilities. 


The Company’s garage and service facilities are up-to-date and are considered adequate to accommodate any 
expansion the Company presently foresees. 


Regulation of Business 


Bus transportation in Ontario is regulated by The Public Vehicles Act. In addition, recent consolidation of 
provincial school boards in Ontario has extended the area of transportation contracts supervised by the Ontario 
Department of Education for students. The other provinces of Canada also exercise control over the business of 
transportation of passengers by highway. Under the provisions of The Motor Vehicle Transport Act (Canada), 
the federal government co-operates with the provinces in the regulation of extraprovincial transportation. The 
National Transportation Act of Canada also regulates transfers of licenses in Canada. 


The effect of regulation has been to promote an orderly development of responsible carriers who must meet 
the standards of the various regulatory bodies. In Ontario, in the interests of public convenience and necessity, 
the Ontario Highway Transport Board exercises control over the issuance and transfer of licenses and, in the inter- 
ests of safety and efficiency, it regulates the general conduct of a licensee’s business in such areas as advertising, 
tariffs or tolls, comfort of passengers, insurance, time-tables, qualifications of drivers and safety of equipment. 
The Ontario Highway Transport Board (and corresponding Boards or Commissions in other provinces) conducts 
public hearings of applications for extension of territory or transfers of operating licenses. Within Canada there is a 
high degree of reciprocity between the licensing agencies. 


The Interstate Commerce Commission of the United States exercises control over all carriers crossing the 
border and operating in the United States. The Company is authorized to conduct operations to all states except 
Hawaii and Alaska. Many of the states impose fees or taxes on buses using their highways. The policy of Travel- 
ways has been to co-operate fully with the regulatory bodies so as to comply with the many laws, regulations and 
orders which affect its business. The Company holds all licenses necessary to carry on its business. 
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Capitalization 


Outstanding 
Outstanding Outstanding Renee 1972 
Amount as at as at after giving effect 
Authorized June 30, 1972 August 31, 1972 to this offering 
Current Secured Bank Loans (1).......... $ 650,000 $ 187,867 $ 255,000 $ @ 
Long-term-Debt (2) 
pecurccrBankeloans.c: see oes ule ee 1,350,000 $65,155 863,200 863,200 
Mortgages) Payable. vcssce5. ci sae ord -~ 491,756 556,108 e 
IienwNOtesshavablene ame. W. - auc acne —_— 1,775,159 1,697,166 @ 
PromissOnyiNOtes ae ante. rset a AML ee ce 1,849,863 1,839,238 1,839,238 
SUNG Vee Ste Cte Ae ee ee a ee = 63,596 63,596 =e 
Share Capital 
Common Shares without par value (3)... 2,000,000 — — 900,000 
($@@) 
NOTES: 


1. Reference is made to Note 4 to the Consolidated Financial Statements with respect to the terms and security for the bank loans. 


2. Including $1,138,878 which is the current portion of long term-debt. The corresponding amounts outstanding at August 31, 1972 and 
after giving effect to this offering are $1,192,106and$ @_ respectively. Reference is made to Note 5 to the Consolidated Financial 
Statements for particulars of long-term debt. 


3. In addition to the stated dollar value for capital as indicated herein, the Company had consolidated retained earnings of $1,270,565 
at June 30, 1972. 
4. Reference is made to Note 9 to the Consolidated Financial Statements for particulars of the Company’s long-term lease obligations. 


5. The table gives effect as at June 30, 1972 to the incorporation of Travelways Ltd. 


Details of the Offering 
Use of Proceeds 


The net proceeds to be received by the Company from the sale of 225,000 Common Shares will be used to 
retire a loan of $63,596 from Mr. Laurence J. Needler, with the balance being used to reduce the Company’s out- 
standing long and short-term indebtedness by approximately $ @ and to augment working capital, thereby 
providing the Company with greater financing flexibility for future expansion. 


The Company will not receive any part of the proceeds from the sale of 75,000 Common Shares by the Selling 
Shareholder. 


Plan of Distribution 


Pursuant to an agreement dated October @, 1972 (the “‘Underwriting Agreement’) the Company and Mr. 
Laurence J. Needler (the “Selling Shareholder’’) agreed to sell and Merrill Lynch, Royal Securities Limited (the 
Underwriter’) agreed to purchase on or about November @, 1972 (but not later than November @, 1972) 225,000 
Common Shares from the Company for an aggregate consideration of $@@@ and 75,000 Common Shares from 
the Selling Shareholder for an aggregate consideration of $@@@. The obligations of the Underwriter under the 
Underwriting Agreement are subject to the fulfillment of necessary legal requirements and may be terminated at its 
discretion on the basis of its assessment of the state of the financial markets and on the occurrence of certain stated 
events. The Underwriter, however, must take up and pay for all of the 300,000 Common Shares if any of them are 
purchased pursuant to the Underwriting Agreement. Under the Underwriting Agreement the Selling Shareholder 
may not sell any Common Shares of the Company prior to April 30, 1973, without the written consent of the 


Underwriter. 


The Underwriter has agreed to offer the 300,000 Common Shares to the public at $@@@ per share, if, as 
and when purchased by the Underwriter, subject to the approval of certain legal matters by its counsel and subject 
to withdrawal or cancellation of the offer without notice and subject to the right to reject any order. 
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Description of Capital Stock 


The authorized capital of the Company consists of 2,000,000 Common Shares without par value, of which 
900,000 will be issued and outstanding as fully paid and non-assessable following completion of the offering. 


The issued Common Shares of the Company are fully paid and non-assessable and the holders thereof are 
entitled to one vote for each share held at all meetings of shareholders. Each Common Share ranks equally with all 
other Common Shares with respect to dividend rights and upon winding-up or dissolution of the Company. The 
holders of the Common Shares have no pre-emptive, conversion or subscription rights. 


Principal and Selling Shareholder 


The following table sets out the Common Shares presently owned and to be owned after this financing, directly 
or indirectly, by the principal shareholder of the Company, after giving effect to the sale by Mr. L. J. Needler to 
his son, Barry L. Needler of 25,000 Common Shares at the issue price. 


Percentage 


Number of of Shares Number of Number of Percentage 
Shares Owned Owned Shares Shares of Shares 
Type as of as of Offered by to be Owned to be Owned 
Name and of September 23, September 23, Selling After This After This 
Address Ownership 1972 1972 Shareholder Offering Offering 
Laurence J. Needler, Of record 
91 Fairway Heights Drive, and 649,415 96.20% 75,000 574,415 G3.5257 
Thornhill, Ontario. Beneficial 


As at September 23, 1972 the directors and senior officers of the Company, as a group, beneficially owned 
directly or indirectly 675,000 Common Shares of the Company which represented 100% of the Common Shares 
of the Company then outstanding. After completion of this financing the directors and senior officers of the Com- 
pany, as a group, will beneficially own directly or indirectly 600,000 Common Shares of the Company representing 
66.7% of the Common Shares of the Company which will then be outstanding. 


Dividend Record and Policy 


During the five years ended December 31, 1971 the only dividend paid was a cash dividend of $7,500 paid 
December 31, 1970 on Common Shares. It has been the policy of the Company to finance its expansion through 
the retention of earnings. It is the intention of the Company to continue this policy with periodic review by the 
board of directors on the basis of current capital requirements, earnings and investment opportunities. 


Management 
Directors and Officers 


The name and home addresses of the directors and officers of the Company, the offices held by each and their 
principal occupations during the five preceding years, are as follows: 


Name and Address Office or Position Principal Occupation 


Laurence John Needler, 
91 Fairway Heights Drive, 
Thornhill, Ontario. 


President and 


President and chief executive officer of 
Director 


the Company. 


Lloyd Gerald Wait, 
32 Deanefield Crescent, 
Islington, Ontario. 


Brian Robert O’Connor, 
192 Connaught Avenue, 
Willowdale, Ontario. 


Executive Vice- 
President, Secretary- 
Treasurer and Director 


Vice-President 
of Marketing 
and Director 
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Executive of the Company. 


Vice-President of Trailways of Canada Ltd., 
a subsidiary of the Company. 


Name and Address . Office or Position Principal Occupation 


Gerald Albert Stock, Vice-President and President of Stock Bros. Bus Lines Ltd., 

37 Stanton Drive, Director a subsidiary of the Company. 
Orillia, Ontario. 

Jean Jacques Charlebois, Vice-President and President of Capital Coach Lines Company 
932 Telford Avenue, Director Limited, a subsidiary of the Company. 
Ottawa, Ontario. 

Blyth John Langdon, Vice-President and Vice-President of Travelways School Transit 
96 Patricia Drive, Director Ltd., a subsidiary of the Company. 

King City, Ontario. 

Barry Laurence Needler, Director Manager of Travelways Tours, a division of 
7471 Yonge Street, Trailways of Canada Ltd. 

Thornhill, Ontario. 

Maxwell Lewis Rapoport, Q.C., Director Barrister and Solicitor practising in the 
90 Chiltern Hill Road, City of Toronto. 

Toronto, Ontario. 

Robert Burnside Burgess, Director Barrister and Solicitor practising in the 
RoR City of Toronto. 


Kleinburg, Ontario 


All of the officers of the Company and Mr. B. L. Needler have been employed by the Company or its sub- 
sidiaries in various capacities during the past five years with the exception of Messrs. Wait and Langdon. Prior to 
1970 Mr. Wait was Treasurer of a Canadian manufacturing company. Prior to 1971 Mr. Langdon was President 
of another bus company. Messrs. Rapoport and Burgess have practiced law in Toronto for the past five years. 


Remuneration 


The aggregate remuneration paid to directors of the Company and senior officers of the Travelways organ- 
ization, as such, during the year ended December 31, 1971 was $89,048 and for the eight months ended August 
31, 1972 $65,000. 


The Company has under consideration the establishment of an executive incentive plan for employees involving 
an aggregate of 20,000 shares. Particulars of this plan have not yet been determined by management. 


Promoter 

Mr. Laurence J. Needler, President and principal shareholder of Travelways, took the initiative in founding 
Travelways and is therefore its promoter within the meaning of applicable securities legislation. Between 1964 and 
1971 Mr. Needler received an aggregate of $117,500 on redemption or purchase for cancellation of preference 
shares. Mr. Needler has not received anything else of value from the Company or its subsidiaries except remun- 
eration in the normal course from subsidiaries. Shares of Trailways of Canada Ltd. subscribed for by Mr. 
Needler for $15,000 in 1958 were sold by him and B. L. Needler on September 23, 1972 to the Company for 675,000 
shares of the Company. As indicated under ‘‘Use of Proceeds”, upon completion of this offering $63,596 loaned 


by Mr. Needler to a subsidiary will be repaid. 


Interest of Management and Others in Material Transactions 


As referred to in subparagraph (e) under the heading “Material Contracts”, under an agreement dated 
January 18, 1972 the Company purchased all of the issued and outstanding shares of Capital Coach. One of the 
vendors under this agreement was J. J. Charlebois, who is presently a director and senior officer of the Company. 
Prior to the closing of the Capital Coach transaction, J. J. Charlebois transferred his interest in Capital Coach to 
Charleco Limited, a corporation controlled by his wife, Georgette Charlebois, which received 24.68% of the 
aggregate purchase price. 


On August 12, 1972 the Company mortgaged certain lands and premises in the County of Carleton as referred 
to in subparagraph (g) under the heading ‘Material Contracts” to Charleco Limited for $100,000, with such 


mortgage bearing interest at 914% per annum repayable over a 5 year term. 
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Material Contracts 


Except for contracts made in the ordinary course of business, the following are the only contracts made by the 
Company during the past two years that may be regarded as presently material to the purchasers of the shares 
covered by this prospectus: 


(a) an agreement dated September 17, 1970 between the Company’s subsidiary Rathbun Bus Service Limited 
and Victoria and Grey Trust Company, sole executor and trustee of the estate of Francis Delbert Paige, 
providing for the purchase by Rathbun Bus Service Limited of all the issued and outstanding shares of 
Frontenac Coach Lines Limited at a price of $160,000; 


(b) agreements dated September 1, 1971 between the Company’s subsidiary, Stock Bros. Bus Lines Limited 
(“Stock Bros.’’) and Fred C. De Nure Tours Limited providing for the purchase of certain of the transporta- 
tion assets of Fred C. De Nure Tours Limited of Lindsay, Ontario at a price of $500,000; 


(c) anagreement dated September 20, 1971 between the Company’s subsidiary, Travelways School Transit Limited 
and Fred De Nure Bus Lines Limited providing for the purchase by Travelways of certain of the transportation 
assets of Fred De Nure Bus Lines Limited at a price of $85,000; 


(d) an agreement dated January 14, 1972 between the Company’s subsidiary, Stock Bros. and Kentway Trans- 
portation Limited providing for the purchase by Stock Bros. of certain of the transportation assets of Kentway 
Transportation Limited at a price of $150,000 together with a collateral lease agreement providing for a net 
lease by Stock Bros. of certain school buses from Kentway Transportation Limited for a period of four years 
at an annual rental of $81,000; 


(e) an agreement dated January 18, 1972 between Trailways of Canada Limited (‘Trailways’) and Edward M. 
Inglis, J. J. Charlebois (Charleco Limited), Edward Devine as trustee for Donald Inglis and Edward Devine 
as trustee for Douglas Inglis, providing for the purchase by Trailways of all the issued shares of Capital Coach 
of Ottawa, Ontario at a price of $1,375,000; 


(f) an agreement dated June 30, 1972 with a Canadian chartered bank pursuant to which such bank has agreed 
to loan a maximum of $2,000,000 to the Company to be secured by an assignment of book debts and by 
debentures containing fixed and floating charges; 


(g) an agreement dated July 7, 1972 between the Company’s subsidiary, Capital Coach as purchaser and Imperial 
Oil Limited as vendor, providing for the purchase by Capital Coach of land and premises in the County of 
Carleton to be its principal office at a price of $113,000; 


(h) an agreement dated August 14, 1972 between Trailways and Georgetown Transportation Limited providing 
for the purchase by Trailways of certain of the transportation assets of Georgetown Transportation Limited 
at a price of $180,000; 


(i) an agreement dated September 23, 1972 between the Company, Mr. L. J. Needler and Barry L. Needler to 
acquire all outstanding shares of Trailways; and 


(j) the underwriting agreement referred to under “Plan of Distribution” on page 7. 


Copies of the foregoing contracts may be examined during normal business hours at the Head Office of the 
Company during the period of distribution to the public of the shares offered by this prospectus, and for 30 days 
thereafter. 


Auditors, Transfer Agent & Registrar 
Auditors 


Messrs. Cossar, Hector, Payne & Co., Chartered Accountants, Royal Trust Tower, Toronto, Ontario, are the 
auditors of the Company, and Messrs. Price Waterhouse & Co., Chartered Accountants, Toronto-Dominion 
Centre, Toronto, Ontario were appointed joint auditors for the purposes of this prospectus. 

Transfer Agent & Registrar 


The transfer agent and registrar for the Common Shares of the Company is The Royal Trust Company at its 
principal offices in Toronto, Montreal and Vancouver. 
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Auditors’ Reports 
To the Directors of 
TRAVELWAYS LTD. 


We have examined the consolidated balance sheet and pro forma consolidated balance sheet of Travelways 
Ltd. and subsidiaries as at June 30, 1972 and the consolidated statements of income and retained earnings and 
source and application of funds for the six months then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as we considered neces- 
sary in the circumstances. 


In our opinion: 


(a) the accompanying consolidated balance sheet and consolidated statements of income and retained earnings 
and source and application of funds present fairly the financial position of the companies at June 30, 1972 
and the results of their operations and the source and application of their funds for the six months then 
ended; 


(b) the accompanying pro forma consolidated balance sheet presents fairly the financial position of the com- 
panies as at June 30, 1972, after giving effect as at that date to the changes set forth in Note | to the financial 
statements; 


all in accordance with generally accepted accounting principles applied on a consistent basis. 


Chartered Accountants 


Toronto, Canada 
October @, 1972 Chartered Accountants 


To the Directors of 
TRAVELWAYS LTD. 


We have examined the consolidated statements of income and retained earnings and source and application 
of funds of Travelways Ltd. and subsidiaries for the five years ended December 31, 1971. Our examination included 
a general review of the accounting procedures and such tests of accounting records and other supporting evidence 
as we considered necessary in the circumstances. 


In our opinion, the consolidated statements of income and retained earnings and source and application of 
funds present fairly the results of the operations of the companies and the source and application of their funds 
for the five years ended December 31, 1971, all in accordance with generally accepted accounting principles applied 


on a consistent basis. 


Toronto, Canada 
October @, 1972 Chartered Accountants 
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TRAVELWAYS LTD. 
and subsidiaries 


Consolidated Balance Sheets 


Assets 


CURRENT ASSETS 


Inventories at cost: 


SU PPHES. an ae. eos ee arate ee te cl oie gre nee ee ae 
Buses tor resales to cna nae ek oe ale es ee creme ear 
Prepaid expenses ma. aera Reece SAR Me Meese Re ey Ra) RAI in Sera Fe eg 


FIXED ASSETS (Note 3) 


Realty and equipment at Cost... ...... 6. eee e cece eee eee eset eter ee 
Less accumulated depreciation........ 0022s eee e cece eee eee eeee 


OTHER ASSETS 


Excess of cost of shares of subsidiaries over estimated fair value of 
net assets acquired (Note 2). 225.205. .ee eee e 


Goodwill and licenses at cost (Note 2)... 2... 5.50555. ee eee s sees 


CURRENT LIABILITIES 


Bank loan (Note:4)2 isc ae, on itn te een re ate eter ne eet 
Accounts payable and accrued charges........-.-----+sse+sseseeerees 
Accounts payable for new buses purchased for resale..............+-..- 
Incometaxes payablev. «eee eee eee ee 


Long-term debt payable within one year (Note 5)...........-.-.00.005- 


LONG-TERM DEBT (NOt 5) Scere os ee eect eres ere erence 
TDBPERRED: INCOME TAXES ys tpg ie tatettee sce ets eaten eee aa 


CAPITAL STOCK: (Note 6) sameeren ce 
RETAINED RAR NINGS eet ee at ee meio at Sree gett eee Re teat) Set Meh oor Renters see 


Approved on behalf of the Board: 
(Signed) L. J. NEEDLER, Director 


(Signed) L. G. Waitt, Director 
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June 30, Pro forma 
1972 June 30, 1972 
67,687 $ @ 
908,260 908,260 
179,444 179,444 
410,914 410,914 
146,766 146,766 
1,713,071 gS 
6,829,559 6,5292559 
1,743,296 1,743,296 
5,086,263 5,086,263 
1,049,534 1,049,534 
956,985 956,985 
2,006,519 2,006,519 
8,805,853 $ @ 
187,867 $ © 
943,099 943,099 
382,025 382,025 
Seo Ee yey' 357,382 
1,870,373 e 
1,138,878 @ 
3,009,251 @ 
3,906,651 & 
604,386 604,386 
7,520,288 @ 
15,000 @ 
1,270,565 1,270,565 
1,285,565 a 
$ 8,805,853 $ ©@ 
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TRAVELWAYS LTD. 


Notes to Consolidated Financial Statements 
June 30, 1972 


1. Consolidated Financial Statements: 
The consolidated financial statements include the accounts of Trailways of Canada Limited and its wholly owned subsidiaries. 
The pro forma consolidated balance sheet as at June 30, 1972 gives effect as of that date to the following: 


(i) The issue of Articles of Incorporation dated September 19, 1972 incorporating Travelways Ltd. with an authorized share capital 
of 2,000,000 common shares. 

(ii) The purchase on September 23, 1972 by the Company of all the outstanding shares of Trailways of Canada Limited for 
675,000 common shares of the Company. 

(iii) The issue and sale of 225,000 common shares pursuant to an underwriting agreement dated October @, 1972 for a cash 
consideration of $@@. 

(iv) The application of the proceeds to— 
(a) Pay the Company’s share of expenses of issue estimated at $76,500; 
(b) Retire loans from a director of $63,596; 
(c) Reduce long and short-term indebtedness of the Company in the amount of $@@,@@; 
(d) Add $@@, @@ to cash. 


2. Subsidiary companies and acquisition accounting: 


The accounts of the wholly owned subsidiary companies are included in the consolidated financial statements from their respective 
effective dates of acquisition as follows: 


Valley Coach Lines Limited July 1, 1968 
Stock Bros. Bus Lines Limited August 1, 1968 
Travelways School Transit Limited September 1, 1969 
Rathbun Bus Service Limited October 1, 1969 
Frontenac Coach Lines Limited April 1, 1970 
Capital Coach Lines Company Limited April 1 1972 


The acquisitions of subsidiary companies were treated, for accounting purposes, as “purchases” and accordingly retained earnings 
on the consolidated balance sheet as at June 30, 1972 represent only earnings of the subsidiary companies from their respective effective 
dates of acquisition. 


The book value of net tangible assets acquired on acquisition of the subsidiary companies amounted to $655,753 and the book 
value of goodwill and licenses amounted to $115,994. The motor coaches and buses were increased to their estimated fair value at date 
of acquisition by attributing an additional $459,611 to that category. The estimated fair value of the other assets, including goodwill 
and licences, approximated their net book value. The excess ($1,049,534) of the consideration paid over the estimated fair value of 
assets acquired is included in the consolidated balance sheet as “Excess of cost of shares of subsidiaries over estimated fair value of net 
assets acquired”. 


At June 30, 1972 the undepreciated portion of the increase from book value to estimated fair value of motor coaches and buses 
was $355,464, of which $289,938 related to Capital Coach Lines Company Limited, which increase was determined by an appraisal 
by E. M. Hurst Associates, Appraisers. 


The Company has also acquired certain transportation assets of other companies. The excess of the consideration paid over the 
amount attributed to net tangible assets on these purchases is included in the consolidated balance sheet as ““Goodwill and licences’”’. 
This excess, together with similar amounts included in the accounts of subsidiaries on their acquisition, amounts to $956,985. 


The Company does not intend to amortize either ‘“Excess of cost of shares of subsidiaries over estimated fair value of net assets 
acquired”’ or ‘“Goodwill and licences”’ as these balances represent the ongoing value of acquired subsidiaries and assets. The purchases 
of subsidiaries and assets are settled by payments in cash, assumption of liabilities, or the issue of notes payable. The approximate 
amount of long-term debt maturing within the next five years is disclosed in Note 5. 


3. Fixed Assets: 


Fixed Accumulated Net Book 

Assets Depreciation Value 
Motor coaches and buses.........--20--0+-seecrereese seer verse ssrer sete $6,095,315 Sipoviezls $4,518,102 
Land ($98,583) and buildings. ............s+scceee este receceseecserecneenes 512,385 47,207 465,178 
Other vehicles and equipment... ...........2eeeere cece ester ccc ccereeeee 221,859 118,876 102,983 
te HIDE alos OR a nile sate Goecoee ron SooeeU boob sb ohn Co CUnoOT ain. $6,829,559 $1,743,296 $5,086,263 


Depreciation of motor coaches and buses has been provided on a straight-line basis over the estimated useful life of the vehicles. 
The life of motor coaches has been taken at 10 years and of school buses at 8 years. Depreciation of other fixed assets is provided on a 


diminishing balance basis as follows: 


MN GhOr ee tne avenue SCA OTUS OOO OD aC UD GUODU One O OUT COCO UL UG UIC OBOE tn) B96 
Service Vehicles: suis deeieas soe Sie cistole oleialeatele coiioimietny alte envisict=n+ «iw lehete e781 Sintene tures 30% 
Other equipment ee tes 1 teres avera Pletal» wretotateteretevebetayotetateretatrsen curt syerarers n/ernivecon lores 20% 


4. Bank Loans: 

Under the terms of a loan agreement dated June 30, 1972 a Canadian chartered bank has agreed to provide an operating credit for 
$650,000 and term credits for $1,350,000. As at June 30, 1972 advances of $187,867 had been received under the operating credit and 
$865,155 had been received under the term credits including $186,540 due within one year (Note 5). Moneys borrowed bear interest 
at the bank’s commercial lending rate from time to time in effect, plus 14 of 1% per annum for advances under the operating credit 
and plus 114% per annum for advances under the term credits. 


Funds advanced under the operating credit are payable on a demand basis. Funds advanced under the term credits are repayable 
in minimum monthly instalments over a five year period. ; 


Bank loans are secured by an assignment of book debts and by debentures containing fixed and floating charges on all the com- 
panies’ undertakings, property and assets. The loan agreement calls for bank consent prior to the reduction of shareholders’ equity 
below the balance outstanding at June 30, 1972, or the mortgaging or sale of assets except in the ordinary course of business. 


5. Long-Term Debt: 


Total Due in 
Outstanding One Year 
Long-term bank loans, secured (Note 4)......... sc ee ee eee eee eee e eee n eee nes $ 865,155 $ 186,540 
Realty mortgages, 714% to 10%, due to 1988....... 6... cece cence teen eee e nen 155,424 11,788 
Chattel mortgages secured by vehicles and equipment, 5% to 8%, due to 1979............... 336,332 130,014 
Note on purchase of assets of company, 8% due to 1981—secured by automotive equipment 
purchased. ..csec cee en neste bie eu ore aca aie ere eieins eieir ero iaeraloneler aie oun cline staaae mee esoceaaneh 215,570 Pil SSH/ 
Unsecured notes on purchases of assets of companies and proprietorships, 7% and 8%, due 
ECL DRO eae ae ER Ta rein fara cael savers rele eval vatereeere re eremnke heenenos) ote 71,765 15,000 
Unsecured notes on purchase of shares of subsidiary companies, 6% to 10%, due to 1982.. 1,556,528 155,709 
Lien notes on automotive equipment, due to 1979... ec c cc eee eee ee eee eee teen ees LS iISe) 618,270 
oan from GireCtOrsad ores reer tee neers ater nents ete -t ee en ewe oreo oa 63,596 - 
$5,045,529 $1,138,878 
Amounts due for years ending June 30, 1974 to June 30, 1977 are: 
|g Farce ae ue oe Retard ery cg ie Rana enn tA oe RNS ees ars Tab Mes eo neta” censcuc ep $1,015,879 
1g eae er pre Ne as A a ro hh ars ta acne aati eG AG LOM Os Og OA O HbR OTE 824,005 
yA Paris Peis, Sane AM eA erin een Arcee MMe no Ba A A Bnd carer am nGg yo .5.0:010 629,065 
ay anne to peore ea ener P ny naa eo Cece eee a arReE ce a HI nig ee RETO MEO oN OT Ob 316,633 


6. Capital Stock: 

By Articles of Incorporation dated September 19, 1972, Travelways Ltd. was incorporated with an authorized share capital of 
2,000,000 common shares without par value. On September 23, 1972 675,000 common shares of the Company were issued as con- 
sideration for all the outstanding shares of Trailways of Canada Limited. 


7. Income Taxes Payable: 


Provision has been made in these consolidated financial statements for all income taxes assessed or re-assessed against the com- 
panies. No material adjustments are expected to result from assessments or re-assessments of those years not yet reviewed by income 
tax authorities. 


8. Earnings per Common Share: 
Such earnings have been calculated on the basis of 675,000 common shares issued by the Company. 


9. Leases: 


A subsidiary has entered into a lease agreement for motor coaches and buses requiring annual rental payments of $81,000 to 
December 31, 1975. Realty leases call for payments aggregating $59,300 to June 30, 1973 with no agreements extending beyond that 
date. 


10. Commitments: 
Subsidiaries of the Company have entered into the following agreements: 


il An agreement dated August 14, 1972 to purchase certain transportation assets of Georgetown Transportation Limited for a 
total price of $180,000; payable $50,000 on closing and the balance repayable over five years; and 


2. An agreement dated July 7, 1972 to purchase land and premises in the County of Carleton for $113,000, satisfied as to $13,000 
in cash on closing and as to the balance by a five-year mortgage. 


11. Remuneration: 


The aggregate direct remuneration paid to directors of the Company and senior officers of the Travelways organization for the year 
ended December 31, 1971 was $89,048 and for the six months ended June 30, 1972 was $49,700. 
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Purchasers’ Statutory Rights of Withdrawal and Rescission 


Sections 64 and 65 of The Securities Act (Ontario), sections 70 and 71 of The Securities Act, 1967 (Saskatchewan), 
sections 64 and 65 of The Securities Act (Alberta) and sections 63 and 64 of The Securities Act (Manitoba) provide, 
in effect, that where a security is offered in the course of distribution to the public: 


(a) a purchaser will not be bound by a contract for the purchase of such security if written or telegraphic notice 
of his intention not to be bound is received by the vendor not later than midnight on the second business day 
after the prospectus or amended prospectus offering such security is received or is deemed to be received by 
him or his agent, and 


(b) a purchaser has the right to rescind a contract for the purchase of such security, while still the owner thereof, 
if the prospectus or any amended prospectus offering such security contains an untrue statement of a material 
fact or omits to state a material fact necessary in order to make any statement therein not misleading in the 
light of the circumstances in which it was made, but no action to enforce this right can be commenced by a 
purchaser after the expiration of 90 days from the later of the date of such contract or the date on which such 
prospectus or amended prospectus is received or is deemed to be received by him or his agent. 


Sections 61 and 62 of the Securities Act, 1967 (British Columbia) provide, in effect, that a purchaser has a 
right of rescission similar to that described in (b) above, and also that a purchaser has the right to rescind a contract 
for the purchase of a security, while still the owner thereof, if a copy of the last prospectus, together with financial 
statements and reports and summaries of reports relating to the securities as filed with the British Columbia 
Securities Commission, was not delivered to him or his agent prior to delivery to either of them of the written 
confirmation of the sale of the securities. Written notice of intention to commence an action for rescission must 
be served on the person who contracted to sell within 60 days of the date of delivery of the written confirmation, 
but no action shall be commenced after the expiration of three months from the date of service of such notice. 


Reference is made to the said Acts for the complete text of the provisions under which the foregoing rights 
are conferred and the foregoing summary is subject to the express provisions thereof. 


17 


Certificate of the Company 
Dated: September 23, 1972. 


The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities offered 
by this prospectus as required by Part VII of The Securities Act, 1967 (British Columbia), Part 7 of The Securities 
Act (Alberta), Part VIII of The Securities Act, 1967 (Saskatchewan), Part VII of The Securities Act (Manitoba), 
Part VII of The Securities Act (Ontario), section 13 of the Securities Act (New Brunswick), under the Quebec 
Securities Act and by the respective regulations made under said Acts. 


(Signed) L. J. NEEDLER (Signed) L. G. WAIT 
Chief Executive Officer Chief Financial Officer 


On behalf of the Board of Directors 


(Signed) M. L. RAPOPORT (Signed) ROBERT B. BURGESS 


Director Director 


Promoter 


(Signed) L. J. NEEDLER 


Certificate of the Underwriter 


To the best of our knowledge, information and belief, the foregoing constitutes full, true and plain disclosure 
of all material facts relating to the securities offered by this prospectus as required by Part VII of the Securities Act, 
1967 (British Columbia), Part 7 of The Securities Act (Alberta), Part VIII of The Securities Act, 1967 (Saskatche- 
wan), Part VII of The Securities Act (Manitoba), Part VII of The Securities Act (Ontario), section 13 of the Securities 
Act (New Brunswick), under the Quebec Securities Act and by the respective regulations made under said Acts. 


MERRILL LYNCH, ROYAL SECURITIES LIMITED 


By: (Signed) JosePH J. OLIVER 


Merrill Lynch, Royal Securities Limited is, indirectly, a wholly-owned subsidiary of Merrill Lynch, Pierce, 
Fenner & Smith Incorporated. 
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